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SGEITIMENT IND SIAN AT MERGTT

AGRZZIIZHT A&

{C SLAN CF MERGEF ‘hereinaitsr called
this "3Agreeme--"', z23tea zs ci January ¢, -998, z=mong
Southern Mew Ingiina T:aleccmmunicacions Forporaticn, a
Connecticut zsrgorztisn  the "Zompany”). SBC Communications
Inc., a Delaware corperaczon ("SBC"), and SBC (CT), Inc., a
Connecticut :crgeratisn and a wholly-owned subsidiary of SBC
("Mexger Sub"'.

RECITALS

WHEF

ZA tnhe respective boards of directors of
each of SBC., ller Zub ind the Company have spprcved the
merger of Merzger "Zup with and into the Company .the
"Merger“) and adoptea this Agreement;

WHEFZAS, -t .s intended that, for federai income
tax purposes, the llerger shall qualify as a "tax-free"”
reorganizaticn under the provisions of Section 268(a) of the
Internal Revenue Code »f 1986, as amended, and the rules and
requlations cromulgated thereunder (the "Cgode"):

WHEREAS, for financial accounting purposes, it is
intended that the Merger shall be accounted for as a
"pooling-of-interests”; and

WHESEAS, as an inducement to the willingness of
SBC to enter into this Agreement, the board of directors of
the Company has approvea the grant to SBC of an option to
purchase shares of common stock of the Company pursuant to a
stock option agreement, substantially in the form of Exhibit
A (the "Stock option Agreement”), and each of the Company

and SBC have duly authorized, executed and delivered the
Stock Option Agreement: and

WHEREAS, che Company, SBC and Merger Sub desire to
make certain representations, warranties, covenants and
agreements in connectlon with this Agreement.

NOW, THEREFORE, in consideration of the premises,
and of the representations, warranties, covenants and

agreements ceontained herein, the parties hereto agree as
follows:
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The llerger: Tlosing; Zffsctive .me

djear~ar. Jpon the T2rms and subject to
Izrtn n this Agreement, at the Zffective
Time (as defined .2 Section 1.3) Merger Sub shall be merged
with and into the Company and the separate cCOrporate
existence oI Merger Sub snalil theresupon cease. The Company
shall be the surviving corporation in the Merger (sometimes
hereinafter referred tc as the "Survivipng Corporatizn”) and
shall continue =5 be governed by the laws of the State of
Connecticut, 3nd the Merger shall have the effects specified
in the Connect:cut Susiness Corporation Act (the "CJBCA™).
1.2. aa2sicz. The closing of the Mercer (the
"Closing") snail take place ‘i) at the cffices of Sullivan &
Cromwell, 125 Broad Street, New York, New York 10004 ac
9:00 A.M. _ocal :-ime on the second business day after the
date on whicn the last to be fulfilled or waived of the
conditions zet Zorth in Article VII (other than those
conditions that by their nature are to be satisfied at the
Closing, but subject to the fulfillment or waiver of those
conditions) shall be satisfied or waived in accordance with
this Agreement or (ii) at such other place and time and/or
on such other date as the Company and SBC may agree in
writing (the "Zlgsing Datre"),

1.3. Effacrive Time. As soon as practicable
following the Closing, the Company and SBC will cause a
certificate =-f merger (the "Cerrificarea ~f Marzar"' to be
signed, acknowiedged and delivered for filing with the
Secretary of the State of Connecticut as provided in
Section 33-819 of the CBCA. The Merger shall become
effective at the time when the Certificate of Merger shall

have become effective in accordance with the CBCA (the
"Effective Time”).
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Cerz=Zicats of IZncorpecraticn and Sy-Laws
of tne Surviving Corporaticn
2.5. Zhe Tawe-<fimara ~F Toeorsozarion. The

certificate of incorporation of the Company as in effect
immediately crior => the Zffective Time shall be the
certificate of inccrporation of the Surviving Corporation
(the "Zharzer"', until duly amended as provided therein or
by applicable law, 2=2xcept that (i) Section 3 of the Charter
shall be amended to read in its entirety as follows: "The
authorized capital stock of the Corporation shall consist of
one thousand shares of common stock having a par value of
one dollar per cshare."”, and (ii) Section 4 of the Charter
shall be amended to reaa in its entirecy as follows: “"The
number of directors of the Corporation shall be Zixed Zrom
time to time by the Board of Directors or the Shareholders
in accordance with the By-laws of the Corporation. A
director shall hold office until the next annual meeting of
shareholders cf the Corporation following his election and
until his successor shall be elected and shall qualify.”

2.2. The By-Taws. The by-laws of the Company in
effect at the tffective Time shall be the by-laws of the

Surviving Corporation (the "By-Laws"), until duly amended as
provided therein or by applicable law, except that the
By-Laws shall be amended as set forth in Exhibit 8.

ARTICLE III
Officers, Directors and Management

3.1. Directors of Surviving Corporatijon. The
directors of Merger Sub at the Effective Time shall, from

and after the Effective Time, be the directors of the
Surviving Corporation until their successors shall have been
duly elected or appointed and shall have qualified or until

their earlier death, resignation or removal in accordance
with the Charter and the By-Laws.

3.2. icer {3 . The
officers of the Company at the Effective Time shall, from
and after the Effective Time, be the officers of the
Surviving Corporation until their successors shall have been
duly elected or appointed and shall have qualified or until

NY12525: 181850.10 -3~



lizr Z=2atn, Iesignaticn cr -amoval 1 acccrdance
with zhe Charzsr znd :the Zy-Laws,

3.3, Zlegoizm -o SBCY - Soapd of Diracmars=. At
the Z£ffacr.w2 T.xe I <ne Yerger, :ZBC :nall incresase the

Si1ze of its Zcarc czcrs bty one. The nominee for such
additional Zirec nall be selected by the SBC 3oard
of Directors in consultation with the Chief Executive
Officer and Bocard of Directors of the Company from among the
members of the Company’s Board of Directors (the "Qirecror
De=signes"), and the SBC Board of Directors shall appoint the
Director Designee to the SBC Board of Directors as of the
Effective Time, with such Director Designee to serve in the
director group determined in accordance with Article II of
the by-laws cf SBC as in effect on the date hereof until his
or her successor shall have peen duly elected or appointed
and shall have gqualifiea or until his or her eariier death,

resignation or removal in accordance with the certificacte of
incorporaticn and <he by~laws of SBC.

ARTICLE IV

Effect of the Merger on Capital Stock:
Exchange of Certificates

4.1. Effec: on Capital Stock. At the Effective
Time, as a result of the Merger and without any action on
the part of the holder of any capital stock of the Company:

(a) Merzer “onsiderarion. Each share of the
common stock, having a par value of one dollar per share
(each a "Company Share" and together the "Company Sharea®).
of the Company issued and outstanding immediately prior to
the Effective Time (other than (i) Company Shares that are
owned by SBC or Merger Sub, (ii) Company Shares that are
owned by the Company, in each case (i) and (ii) not held on
behalf of third parties, or (iii) Company Shares
("Dissenting Shares") that are owned by shareholders
("Dissenting Shareholders”) who satisfy all of the

requirements to demand payment for such shares in accordance
with Sections 33-835 through 33-872 of the CBCA
(collectively, "Excluded Company Shares=")) shall be
converted into 0.8784 of a share (the "Exchange Rario") of
Common Stock, par value S1 per share, of SBC ("SBC _Common
Stock™), subject to adjustment as provided in Section 4.4
(the "Merger ~onsiderarion”). All references in this
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agreament =3 I3T

-3 237 Zommen Ztock T ce Lssued pursuant O the
Merger snail -2 zeemec -: inclilude the correspending rights
("SRC Signw="' -2 purcnase shares cf SBC Commen Stock
pursuant =o tne 23 Fights Agreement :as defined In
Section Z.Z(a)., =xcept wheres the context oStherwise
requires. At tne Zfiszc:t.ve Time, all Company thares shall

no longer te cuts:

anding, shall be cancelled and retired and
shall cease =z exis

ST, a2nd each certificate (a "Cexzilicare"!)

Exciuded Compary Shares) shall thereafter represent only the
right to the Merger Consideration and the right, if any, to
receive pursuant to Section 4.2{d) cash in lieu of
fractional shares into wnich such Company Shares have been
converted pursuant =0 this Section 4.l1(a) and any

distribution or dividend pursuant to Section 4.2(b), in each
case without .nteresct.

{b) si.ags S ec, Each Company Share
issued and ocutstanaing .mmediately prior to the Effective
Time and ownea directly by SBC, Merger Sub or the Company
(other than shares heid for third parties) shall, by virtue
of the Merger and withcut any action on the part of the
holder thereof, no longer be outstanding, shall be cancelled
and retired wichout pavment of any consideration therefor
and shall cease to exist. Dissenters’ Shares shall be

cancelled and retired at the Effective Time and paid for in
accordance with Section 33-865 of the CBCA.

(e) Restriz-ed Stock. Each Company Share
issued and ocutstanaing :mmediately prior to the Effective
Time that, after jiving effect -o any provisicn in the plans
referred to below providing for the termination or lapse of
any restriction resulting from the transactions contemplated
by this Agreement, is restricted under the Company's 1995
Stock Incentive Plan, Non-Employee Director Stock Plan or
1996 Non-Employee Director Stock Plan shall be converted
into a fraction of a share of SBC Common Stock equal to the
Exchange Ratio, having the same restrictions, terms and

conditions as were applicable to such Company Share of
restricted stock.

(d} Merger Sub. At the Effective Time, each
share of common stock, par value $1.00 per share, of Merger
Sub issued and outstanding immediately prior to the

Effective Time shall be converted into one share of common
stock of the Surviving Corporation, and the Surviving
Corporation shall be a wholly-owned subsidiary of SBC.
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4.2. T¥em3nme ¥ “apweSimarge Fow Sharac,

s

ta) LXCoange Sracadqures, Promptly after the
Effective Time, :he Zurwviving Corporation shall cause an
axchange agen:z :2isctza v SBC with :the Companv's prior
approvai, wnhich shall not te unreasonably withheld 'the
"Excpange >gent"', o mail -0 each holder of record of
Company Shares "»>ther than holders of record of Excluded
Company Sharesi ‘i) a letter of transmittal specifying that

delivery shaill be effected, and that risk of loss and title
to the Cert:ificates shall pass, only upon delivery of the

Certificates !or affidavits of loss in lieu thereocf) to the
Exchange Agent, such letter of transmittal to be in such
form and have such other crovisions as SBC and the Company

may reasonably agree, and ‘ii) instructions Zor surrendering
the Certificzates

n excnange Zor (A) uncertificzated shares
of SBC Common Stock -esgistered on the stock transfar books
of SBC in the name of such holder (™ ' red S z )

or, at the elect:ion of such holder, certificactes
representing shares cf SBC Common Stock and (B) any unpaid
dividends and other distributions and cash in lieu of
fractional shares. Subject to Section 4.2(g), upon
surrender of a Certificate for cancellation to the Exchange
Agent together with such letter of transmittal, duly
executed, the holder of such Certificate shall be entitled
to receive in exchange therefor (x) Registered SBC chares
or, at the election of such holder, a certificate,
representing that number of whole shares of SBC Common Stock
that such holder is entitled to receive pursuant to this
Article IV, (y) a check in the amount (after giving effect
to any required tax withholdings) of (A} any cash in lieu of
fractional shares plus (B) any unpaid non-stock dividends
and any other dividends or other distributions that such
holder has the right to receive pursuant to the provisions
of this Article IV, and the Certificate so surrendered shall
forthwith be cancelled. No interest will be paid or accrued
on any amount payable upon due surrender of the Certifi-~
cates. In the event of a transfer of ownership of Company
Shares that is not registered in the transfer records of the
Company, the Registered SBC Shares or certificate, as the
case may be, representing the proper number of shares of SBC
Common Stock, together with a check for any cash to be paid
upon due surrender of the Certificate and any other divi-
dends or distributions in respect thereof, may be issued
and/or paid to such a transferee if the Certificate formerly
representing such Company Shares is presented to the
Exchange Agent, accompanied by all documents required to
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avidence szna =if=2ct zuch transisr =nd =5 evidence that :zny
applicaple =tocx zransisr -axes nave ceen zaid. If any
Registered 32C Zhares or any certiiicate for shares of S3C
Common Stcoex 1: t2 Te issued in a name other than that ina
which the Csrz:Zicate surrendersd in exchange thererfcr s
registered, .- snail bDe & condition cf such exchange that
the Person 3s defined telow) requesting such exchange shall
pay any ©

ransfier <r other taxes required by reason of the
issuance cf Fegistered SBC Shares or certificates for
shares of SBC Tommon Stock in a name other than that of the
registered holder of the Certificate surrendered, or shall
establish to the satisfaction of SBC or the Exchange Agent
that such tax has ceen paid or is not applicable.

for the purposes of this Agr=ement, the term
"Ber=on"” snail mean any ndividual, corporation ‘including
not-for-proiiz;, general or limited partnership, limited
liability company, joint venture, estate, trust,
association, organization, Governmental Entity (as defined

in Section .1(b)) or other entity of any kind or nature.

(b) bab i Wi

o ¥
e ‘] - -

(1) Whenever a dividend or other
distribution is declared by SBC in respect of SBC Common
Stock, the record date for which is at or after the
Effective Time, that declaration shall include dividends or
other distributions in respect of all shares issuable pursu-
ant to this Agreement. No dividends or other distributions
in respect of the SBC Common Stock shall be paid to any
holder of any unsurrendered Certificate until such Certifi-
cate is surrendered for exchange in accordance with this
Article IV. Subject to the effect of applicable laws,
following surrender of any such Certificate, there shall be
issued and/or paid to the holder of the Registered SBC
Shares or certificates, as the case may be, representing
whole shares of SBC Common Stock issued in exchange for such
Certificatre, without interest, (A) at the time of such sur-
render, the dividends or other distributions with a record
date at or after the Effective Time and a payment date on or
prior to the date of issuance of such whole shares of SBC
Common Stock and not previously paid and (B) at the
appropriate payment date, the dividends or other distribu-
tions payable with respect to such whole shares of SBC
Common Stock with a record date at or after the Effective
Time but with a payment date subsequent to surrender. For
purposes of dividends or other distributions in respect of
shares of SBC Common Stock, all shares of SBC Common Stock

NY12525: 131830.10 _ =T=~
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ger shall bDe deemed _.ssued
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cLi Holders =f unsurzenderesd
Cerzificates snail oe entiz=led > vote aiter the Zffactive
Time at any meeting ci SBC =tockhoiders with a record date
at cr after zhe Zffective Time the numter of whole shares of
SBC Common Stock represented by such Certificaces,
regardless of wnether such holders have exchanged their
Certificaces.

(c) sre, After the tEffective Time, there
shall be no transfers on the stock transfer books of the
Company of the Company Shares that were outstanding
immediately pri1or =5 the Zffective Time.

(d) Fracc:onal Shares.

Notwithstanding any
other provision of this Agreement, no fractional shares of

SBC Common Stock will be issued and any holder of record of
Company Shares entitled to receive a fracticnal share of SBC
Common Stock but for this Section 4.2(d) shall be entitled
to receive an amount in cash (without interest) determined
by multiplying such fraction (rounded to the nearest one-
hundredth of a share) by the closing price of a share of SBC
Common Stock, as reported in , New

York City edition, for the last trading day prior to the
Effective Time.

(e) i 4 © Dars e |
Stock. Any shares of SBC Common Stock and any portion of
the cash, dividends or other distributions payable with
respect to the SBC Common Stock pursuant o Section 4.1,
Section 4.2(b) and Section 4.2(d) (including the proceeds of
any investments thereof) that remains unclaimed by the
shareholders of the Company 180 days after the Effective
Time shall be paid to SBC. Any shareholders of the Company
who have not theretofore complied with this Article IV shall
look only to SBC for payment of their shares of SBC Common
Stock and any cash, dividends and other distributions in
respect thereof issuable and/or payable pursuant to
Section 4.1, Section 4.2(b) and Section 4.2(d) upon due
surrender of their Certificates (or affidavits of loss in
lieu thereof), in each case, without any interest thereon.
Notwithstanding the foregoing, none of SBC, the Surviving
Corporation, the Exchange Agent or any other Person shall be
liable to any former holder of Company Shares for any amount
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properliy dei.vzrec

22 & gubiic 2ffic:al sursuant o
appiizabie zcanzcnea ctrogerty, 2scheat <r similar _aws.

{3 Tagm  Traign ~w Naervavyad CaresSi~arae In
the event any “zrtiilzzats s

~zrtiiizzts snall have ceen _0St, stelen or
destroved, :pen zne making of an affidavit of chat Iact by

the Person claiming zucn Zertificace to be lost, stolen or

destroved ana :ne costing by such Person of a bond in the
form customar-_, requirzea by SBC as indemnity against any
claim that may ce mage :=gainst it with respect to such
Certificate, :3C wi1ll :ssue the shares of SBC Common Stock,
and the Exchange Agent w~ill issue any unpaid dividends or
other distritut:izcns ana any cash payment in lieu of a
fractional snare in respect thereof, issuable and/or payable
in exchange ::-r sucn .ost, stolen or destroyed Certificate
pursuant o :nis Articzliz2 I7 upon due surrender »f and

deliverable .= -espec:t :I the Company Shares represented by

such Certificats rursuant to this Agreement, in each case,
without interesrt.

(9] Aff_.3rese. Notwithstanding anything
herein to the <ontrary, Certificates surrendered for
exchange by any "iffiliace” (as determined pursuant to Sec-
tion 6.7) of the Company shall not be exchanged until SBC

has received a written agreement from such Person as
provided in Section 6.7 hereof.

4.3. Dissenrere' Rights. No Dissenting

Shareholder shall be entitled to shares of SBC Common Stock
or cash in lieu cf fractiznal shares thereof or any
dividends or cther Zistr:butions pursuant to this Article IV
unless and unt:il the nolder thereof shall have failed to
perfect or shall have effectively withdrawn or lost such
holder's right to dissent from the Merger under the CBCA,
and any Dissenting Shareholder shall be entitled to receive
only the payment provided by Section 33-856 of the CBCA with
respect to Company Shares owned by such Dissenting
Shareholder. Unless the obligation of the Company under
Section 4.5 to establish an Escrow Account has been waived
by SBC, such payment shall be made from the Escrow Account
in accordance with Section 4.5. If any Person who would
otherwise be deemed a DOissenting Shareholder shall have
failed properly to perfect or shall have effectively
withdrawn or lost the right to dissent with respect to any
Company Shares, such shares shall thereupon be treated as
though such shares had been converted into shares of SBC
Common Stock pursuant to Section 4.1 hereof and any cash in
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lieu 2f fracct:znal zhares, Zivigcenas -r cther

iistributions
as crovidea -n Sect:ozn +.2 hereecf. The Company shail give
SBC ..) promg:z written notizce of

ize 2f any Zissenters' <Zemands for
payment, attamets4a withdrawals © ucn demands and any cther

thd £ s

instruments :z=2rved cursuant o p lizaple law received by
the Company -e2iating => dissenters' rights and (ii) the
opportunity => direct all ﬁecot-atlcns with respect to
dissenters under zhe Z2CA. The Company shall not, without
the prior wr:it:z2n consent of SBC, wvoluntarily make any
payment with respect -0 any demands for payment by Dissent-

ing Sharehoicders, offer tp settle or settle any such demands
or approve zny withdrawal of such demands.

4 Adiyscmenrs +n Dvavant Dilyution.

In the
event that 1or 2o the Zffective Time there is a change in

the number Zompany Shares or shares of SBC Common Stock

or securities convertible or exchangeaple into or exercis-

able for Company Shares or shares of SBC Common Stock issued
and outstanding as a result of a distribution, reclassifica-
tion, stock spil: fincluding a reverse split), stock
dividend or distribution, or other similar transaction, the

Exchange Rat:> shall be equitably adjusted to eliminate the
effects of such event.

[ I -8

-
-~
—
13
-~

4.3.  Escrow Account for Pavment of Dissentarsl

Demands_and Toansfer Taxes. Pursuant to an escrow agreement

to be entered into by the Company with an escrow agent
selected by mutual agreement of the Company and SBC (the

"Escrow Agernt”', in a form reasonably acceptable to SBC (the
"EscoQy Agreeman=”!, unless SBC shall elect, in its sole
discretion,

0 waive the Company's obligations under this
Section 4.5 and shall notify the Company of such election,
the Company shall, immediately prior to the Effective Time,
deposit in an account with the Escrow Agent (the "Escrow
Account”) funds sufficient in the aggregate to pay all
Dissenting Shareholders who as of such time shall have
satisfied all applicable requirements under the CBCA to
demand payment for their Dissenting Shares the amounts the
Company estimates to be the fair value of such Dissenting
Shares plus accrued interest in accordance with Section 33-
865(a) of the CBCA, and any Transfer Taxes (as defined
herein) attributable to the Merger. These funds will be
released from the Escrow Account, upon certification by the
Company, (i) to make any payment to which a Dissenting
Shareholder shall then be entitled under the CBCA, whether
pursuant to the procedures specified in Part XIII thereof, a
final judgment of a court of competent jurisdiction or any
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other agreem wWlth suen Cissenting Sharenoiger: 1i) t©o

EH
pay any Transisr Tixes that Seccme ﬂavanle under :=ny
applicapie stace, locai, Zoreign or provincial law; or
(1ii) to che Z:cmpany, uipon the Company’s reasonable deter-
mination &nd ca2rt=iizatizn that -he Zcocmpany’'s obligzations in
respect cf the zmounts specified in clause ‘i) (with respect
to all Dissent:ng Shareholders) and clause (ii) of this
Section 4.5 have ceen fully satisfied. All payments pur-
suant to clause ‘i) above shall include interest accrued
since the Effective Time in accordance with the CBCA. The
Escrow Agreement shall permit the Escrow Agent to invest the
funds in the Escrow Account as directed by the Company.

-
2
-
[

ARTICLE V
Representations and Warrantles

S.1. Represenrations and Warranties of the
company, SRC :=nd Merzer Suyb. Except as set forth in the
corresponding sections or subsections of the disclosure
letter, dated the date hereof, delivered by the Company to
SBC or by SBC to the Company (each a "Disclosure fletfaz”,
and the "Company Disclosure Lettex"” and the "SBC Disclosure
Letter"”, respectively), as the case may be, the Company
{except for references in subparagraphs (a), (b)(ii) and (c)
below to documents made available or disclosed by SBC to the
Company) hereby represents and warrants to SBC and Merger
Sub, and SBC (except for references in subparagraphs (a),
(b) (ii) and (c) beiow to document: made available or
disclosed by the Company to SBC), on behalf of itself and

Merger Sub, hereby represents and warrants to the Company,
that:

(a) Qrganization. Good Standing and Ouallificas
tion. Each of it and its Subsidiaries is a corporation duly
organized, validly existing and in good standing under the
laws of its respective jurisdiction of organization and has
all requisite corporate or similar power and authority to
own and operate its properties and assets and to carry on
its business as presently conducted and is qualified to do
business and is in good standing as a foreign corporation in
each jurisdiction where the ownership or operation of its
properties or conduct of its business requires such qualifi-
cation, except where the failure to be so qualified or in
good standing is not, when taken together with all other
such failures, reasonably likely to have a Material Adverse
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Sffact 35 zafim2a zsicw) 1 LT,

Tt has made availzble zo

SBC, in the zzs2 :I =he I:-mpanvy, znd to the Company, in the

case of S3C, : compiste znd correct zopy of its certificace
of incc::::=:;:: ana tvy-iaws, 2ach as amended to date. Such
certificates =3 ‘c::rcr=t-:n and by-izws as so made
available zre -z Zull Zorce and etffect.

As used in this Agreement, (i) the term
"Subsidiarv" means, with respect to the Company, 3BC or
Merger Sub, :s the case may be, any entity, whether incor-
porated or unincorporated, of which at least fifty percent
of the securizies cr ownership interests having by their
terms ordinary roting power <o elect at least fifty percent
of the board <Z directors or other Persons perrforming
similar €uncticns is directly or indirectly owned by such
party or by cne or more cf 1ts respective Subsidiaries or by
such party and any one or more of its respective Subsidi-
aries, (ii) the term "Material Adver=e “ffect"” means, with
respect to any Person, a material adverse effect on the
total enterprise value of such Person and its Subsidiaries,
taken as a whole, other than effects or changes resulting
from the execution of this Agreement or the announcement
thereof or relating to (I) the telecommunications industry
generally, (II) che national economy generally or (A) with
respect to SBC only, the economy of the southwestern United
States and California, taken together, generally or (B) with
respect to the Company only, the economy of New England
generally or (III) the securities markets generally, and
(iii) reference to "“he other party” means, with respect to
the Company, ZBC zxnd means, with respect to SBC, the
Company.

(b) Governmental Filings: No Violations.
(i) Other than (A) the filings pursuant to Section 1.3,
(B) the notification under the Hart-Scott-Rodino Antitrust
Improvements Act of 1976, as amended (the "HSR 2ct"), the
Exchange Act and the Securities Act of 1933, as amended (the
*Securities 2ct"), (C) the filings and/or notices to comply
with state securities or "blue-sky" laws, (D) the necessary
notices to and, if any, approvals of the Federal Communica-
tions Commission ("ECC") pursuant to the Communications Act
of 1934, as amended, and (E) the necessary notices to and
necessary approvals, if any, of the state public utility
commissions or similar state regulatory bodies (each a
"PUC") identified in its respective Disclosure Letter
pursuant to applicable state laws regulating the telephone,
mobile cellular, paging, cable television or other telecom-
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qUnications cusiness "Uriiisdiac

....... - zws"' such Iilings and/or
notices cf Z2C teing zhe "2 Taguirad C-opeenc=" 3nd of the
Company teing -ze "Zimpany Pequirzeq £ansenns”l, no notices,
reports or -cther :;;;ncs zre reau;:ed to> be made bty it to or
with, nor zre znv nsents, eglistrations, approvals, per-
mits or autb::;:-c;:ns qui*ad t5> be sbtained by it from,

any goverrmentsl cr _-guLatory authority, cour:t, agency,
commission, Sody cr other governmental entity ("Qoveznmental
Eatiry”), in csnnection with the execution and delivery of
this Agreement and the Stock Option Agreement by it and the
consummation bty it of the Merger and the other transactions
contemplated hereby and thereby, except those that the
failure to make or obtain are not, individually or in the
aggregate, reasonably likely to have a Material Adverse
Effect on it cr <o prevent, or materially impair its ability
to effect, the ccocnsummation by it of the transactiosns con-
templated bty this Agreement or the Stock Option Agreement.

(1) The execution, delivery and
performance of this Agreement and the Stock Option Agreement

by it do not, and the consummation by it of the Merger and

the other transactions contemplated hereby and thereby will

not, constitute or result in (A) a breach or violation of,
or a default under, its certificate of incorporacion or by-
laws or the comparable governing instruments of any of its
"Slgnificant Subsidiaries", as such term is defined in

Rule 1.02(w) of Regulation S~X promulgated under the
Securities Exchange Act of 1934, as amended (the "Ixchange
Act"), (B} a breach or viclation of, a default under, the
acceleration of any obligations or the creation of a lien,
pledge, securicy interest or other sncumbrance on its assets
or the assets of any of its Subsidiaries (with or without
notice, lapse of time or both) pursuant to, any agreement,
lease, contract, note, mortgage, indenture, arrangement oOr
other obligation ("Cgptracts") binding upon it or any of its
Subsidiaries or any Law (as defined in Section 5.1(h)) or
governmental or non-governmental permit or license toc which
it or any of its Subsidiaries is subject or (C) any change
in the rights or obligations of any party under any of its
Contracts, except, in the case of clause (B) or (C) above,
for any breach, violation, default, acceleration, creation
or change that, individually or in the aggregate, is not
reasonably likely to have a Material Adverse Effect on it or
to prevent, or materially impair its ability to effect, the
consummation by it of the transactions contemplated by this
Agreement or the Stock Option Agreement. The Company
Disclosure Letter, with respect to the Company, and the SBC
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(c) Qrr=. ©i 3 < =. It has made

available to the other party each registration statement,
report, proxy statement or information statement prepared by
it since Decemper 21, 1996 (the "3judit Date"), including its
Annual Repor:t >n form 10-K for the year ended Decemper 31,
1996 in the Izrm ‘including exhibits, annexes and any amend-
ments therets) Zilea with zhe Securities and Exchange
Commission .the "SEC"' (collectively, inciuding any such
reports filed subseaquent =0 the date hereof, its "Reports").
As of their respective dates, its Reports did not contain
any untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary to
make the statements made therein, in the light of the
circumstances :n which they were made, not misleading. Each
of the consclidated balance sheets included in or incor-
porated by reference into its Reports (including the related
notes and schedules) fairly presents the consolidated
financial position of it and its Subsidiaries as of its date
and each of -he consolidated statements of income and of
cash flows :included in or incorporated by reference into its
Reports (inciuding any reslated notes and schedules) fairly
presents the consolidated results of operations and cash
flows of it and its Subsidiaries for the periods set forth
therein (subject, in the case of unaudited statements, tO
notes and normal year-end audit adjustments that will not be
material in amount or effect), in each case in accordance
with generally accepted accounting principles ("GARAR"!} con-
sistently applied during the periods involved, except as may
be noted therein. Since the Audit Date, it and each of its
Subsidiaries required to make filings under Utilities Laws
has filed with the applicable PUCs or the FCC, as the case
may be, all material forms, statements, reports and
documents (including exhibits, annexes and any amendments
thereto) required to be filed by them, and each such filing
complied in all material respects with all applicable laws,
rules and regulations, other than such failures to file and
non-compliance that are, individually or in the aggregate,
not reasonably likely to have a Material Adverse Effect on
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enz, °r materzzily impair i1ts apillity I3
snsummatizn cy 1t <f the Tzansactions csntem-
s igreement -r the Stock Cption Agreement. ToO
its knowlieaze, is cf the date hereof,
"beneficiail, -wns" =
securities, .ith <zhe

no Person or "3JIroup”
¥ cr more cf icTs cutstanding voting
czrms "bYenefizially owns” and "jroup”
having the meanings ascribed to them under Rule 13d-3 and
Rule 12d-3 unaer the fIxchange Act.

(d) nge Cerwsin C . Except as dis-
closed in its Reports filed prior to the date hereof or as

expressly contemplated by this Agreement, since the Audit
Date it and .ts Subsidiaries have conducted their respective
businesses oniv in the ordinary and usual course of such
businesses, ind -here has not been (i) any change in the
financial ccnaizion, tusiness or resuits of operations of it
and its Subs:diaries, except those changes that are not,
individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on it; (ii) any damage, destruc-
tion or other casualty loss with respect to any asset or
property owned, leased or otherwise used by it or any of its
Subsidiaries, whether or not covered by insurance, which
damage, destruction or loss is reasonably likely, individ-
uvally or in the aggregate, after taking into account any
insurance coverage, to have a Material Adverse Effect on it;
(1ii) any declaration, setting aside or payment of any divi-
dend or other distribution in respect of its capital stock,
except publicly announced reqular quarterly cash dividends
on its common stock and, in the case of SBC, dividends in
SBC Common Stock:; or (iv) any change by it in accounting
principles, cractices or methods except as required by GAAP.

(e) Litigacion and Tiabjlities. Except as dis-
closed in its Reports filed prior to the date hereof, there
are no (i) civil, criminal or administrative actions, suits,
claims, hearings, investigations or proceedings
("Litigation") pending or, to the knowledge of its executive
officers, threatened against it or any of its Affiliates (as
defined in Rule 12b-2 under the Exchange Act) or (ii) obli-
gations or liabilities, whether or not accrued, contingent
or otherwise, including those relating to matters involving
any Environmental Law (as defined in Section 5.2(e)), that
are reasonably likely to result in any claims against or
obligations or liabilities of it or any of its Affiliates,
except for those that are not, individually or in the
aggregate, reasonably likely to have a Material Adverse
Effect on it or tc prevent, or materially impair its ability
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(f) - - - Pa 3 o M -y As
of the date hereof, neither it nor any of its affll;ates (as

determined in accordance with Section 6.7) has taken or
agreed to take any action, nor do its executive officers
have any actual knowledge of any fact or circumstance, that

would prevent SBC Zrom accocunting for the cusiness

combination to be effected by the Merger as a "pooliing-of-
interests"”

or prevent the Merger from qualiifying as a

reorganizat:cn" within the meaning of Section 268(a) of the
Code.

(g) Taxes. It and each of its Subsidiaries
have prepared in good faith and duly and timely filed
(taking into account any extension of time within which to
file) all material Tax Returns (as defined below) required
to be filed by any of them and all such filed Tax Returns
are compiete and accurate in all material respects and:

(L) it and each of its Subsidiaries have paid all Taxes (as
defined below) that are shown as due on such filed Tax
Returns or that it or any of its Subsidiaries is obligated
to withhold from amounts owing to any employee, creditor or
third party, except with respect to matters contested in
goed faith or Zfor such amounts that, alone or in the
aggregate, are not reasonably likely to have a Material
Adverse Effect on it; (ii) as of the date hereof, there are
not pending or, to the actual knowledge of its executive
officers, threatened, in writing, any audits, examinations,
investigations or other proceedings in respect of Taxes or
Tax matters; and (iii) there are not, to the actual knowl-
edge of its executive officers, any unresolved questions or
claims concerning its or any of its Subsidiaries' Tax
liability that are reasonably likely to have a Material
Adverse Effect on it. Neither it nor any of its Subsidi-
aries has any liability with respect to income, franchise or
similar Taxes in excess of the amounts accrued in respect
thereof that are reflected in the financial statements
included in its Reports, except such excess liabilities as

are not, individually or in the aggregate, raasonahly likely
to have a Material Adverse Effect on it.
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AS .zeQ 1o Tnl:z Agreement, X) the t2rm “T3x”

finciuwding, ..zn Sczrsiztive meaning, -he terms "Zaxes", and
"Taxaple™'! .nciuzes 3il Iaderai, state, local and Icreign
income, croizz, Irancnize, Jross raceipts, 2nvironmencal,
customs dut,, :$2prIil IIsCK, sSeverance, stamp, gavrsil,

sales, empi:cyment, .nemcicyment, disapility, use, property,
withhoiding, =xcize, zrcduction, value added, transfer,
occupancy anc cther taxes, dutiss cor assessments of any
nature wnhatscever, ogether with all interest, penaities and
additions impcsed with respect to such amounts and any
interest in respect 5 such penalties and additions, and
(y) the term "T3x Rerur=" includes all returns, amended
returns and ceports 'including elections, declarations,
disclosures, schedules, =2stimates and information returns)
iilz

required to ce supplii2a <2 a Tax authority relating to
Taxes.

r

(h) BN Wi Except as set forth
in its Reporzs filea prior to the date hereof, the busi-

nesses of eacn -I .: ana its Subsidiaries have not been, and
are not beins, conduc:te2a in violation of any law, statute,
ordinance, requlation, iudgment, order, decree, injunction,
arbitration awarcd, license, authorization, opinion, agency
requirement -r permit of any Governmental Entity or common
law (collectively, "Laws"”), except for violations that are
not, individually or in the aggregate, reasonably likely to
have a Material Adverse Effect on it or to prevent, Or
materially impair its ability to effect, the consummation by
it of the transactions contemplated by this Agreement or the
Stock Option Agreement. Except as set forth in its Reports
filed prior zo the date nereof, as of the date hereof no
investigation or review py any Governmental Entity with
respect to it or any of its Subsidiaries is pending or, toO
the actual knowledge of its executive officers, threatened,
nor has any Governmental Entity indicated an intention to
conduct the same, except for those the ocutcome of which are
not, individually or in the aggregate, reasonably likely to
have a Material Adverse Effect on it or to prevent, or
materially impair its ability to effect, the consummation by
it of the transactions contemplated by this Agreement or the
Stock Option Agreement. To the actual knowledge of its
executive officers, as of the date hereof no material change
is required in its or any of its Subsidiaries' processes,
properties or procedures in connection with any such Laws,
and it has not received any notice or communication of any
material noncompliance with any such Laws that has not been
cured as of the date hereof, except for such changes and
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noncampliilance -hat :re noct,

...... individuaily or Ia the
aggregate, c-=2asonably .lkely s have a Material ~dverse
Effect on i: -z <2 prevent, cr materizily ilmpair 1:Is abilies

to effect, :ne :ocnsummatizn cv

iz of z—he transactizns con-
templated ty znis igreement

>r the Stcck Cption Agreement.
Bach of it and i:ts Subsidiaries nas all permits, licenses,
franchises, varisnces, zxemptions, orders and other govern-

mental authcrozaticns, :onsents and approvals (collectively,
"Permite") necessary => conduct their business as presently
conducted, 2xcept Ior zhose the absence of which are not,

individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on it.

S.2. racanTars, e 10
company. Except :s set

or subsectizcns of tne

had ] Toe A -
Zorth in the corresponding sections
Zsmpany Disclosure Letter, the Company

hereby represents iana warrants to SBC and Merger Sub thart:

(a) aoal s ure. The authorized capital
stock of the CTcmpany consists of 300,000,000 Company Shares,
of which 66,666,268 Company Shares were issued and outstand-
ing and 2,230,386 Company Shares were held in treasury as of
the close of business cn December 231, 1997; 2,000,000 shares
of preferred stock, par value $50.00 per share (the
“Preafarred charse"!, of which no shares were outstanding as
of the close of business on December 31, 1997; and
50,000,000 shares of preference stock, par value $1.00 per
share (the "2refarance Share="), of which no shares were
outstanding as of December 31, 1997. All of the outstanding
Company Shares have been duly authoriced and are validly
issued, fully paid and nonassessable. Other than
2,000,000 Preference Shares, designated "Series A Junior
Participating Preference Stock", reserved for issuance
pursuant to the Rights Agreement, dated as of December 11,
1996, between the Company and State Street Bank and Trust
Company, as Rights Agent (the "Rights Agresmepnt"), Company
Shares reserved for issuance pursuant to the Stock Option
Agreement and Company Shares reserved for issuance as set
forth below or which may be issued in accordance with
Section 6.1(a), the Company has no Company Shares, Preferred
Shares or Preference Shares reserved for issuance. As of
December 31, 1997, there were not more than 6,650,000 Com-
pany Shares reserved for issuance pursuant to the Company's
1986 Stock Option Plan, 1995 Stock Incentive Plan, Non-
Employee Director Stock Plan, Incentive Award Deferral Plan
and 1996 Non-Employee Director Stock Plan (collectively, the
»gtack Plans"). Each of the ocutstanding shares of capital
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Significant Zubsiciarzes is duly autherizea, validly issued,
fully paid znd nonassessable and cwned ty the Company or a
direct or :ndirect wholly-owned Subsidiary of the Company,
free and clear -t any lien, pledge, zecurzity interest, claim
or other encumbrance. Zxcept as set forth above and except
for Company Shares and options to purchase Company Shares
which may be issued in accordance with Section 6.1(a),
neither the Company nor any of its Subsidiaries has any
obligation with respect to any preemptive or other outstand-
ing rights (other than stock appreciation rights in respect
of not more than 40,000 Company Shares), options, warrants,
conversion rights, stock appreciation rights, redemption
rights, repurchase rights, agreements, arrangements or
commitments TO issue or sell any shares of capital stock or
other securitias of the Company or any of its Significant
Subsidiaries or any securities or obligations convertible or
exchangeable into or exercisable for, or giving any Person a
right to subscribe for or acquire, any securities of the
Company or any of its Significant Subsidiaries, and no
securities or obligations evidencing such rights are
authorized, issued or outstanding. The Company Shares
issuable pursuant to the Stock Option Agreement have been
duly reserved for issuance by the Company, and upon any
issuance of such Company Shares in accordance with the terms
of the Stock Option Agreement, such Company Shares will be
duly and validly issued and fully paid and nonassessable.
The Company does not have outstanding any bonds, debentures,
notes or other obligations the holders of which have the
right to vote (or convertible into or exercisable for

securities having the right to vote) with the shareholders
of the Company on any matcter.

{b) Rl

The Company has all requisite corporate power and authority
and has taken all corporate action necessary in order to
execute, deliver and perform its obligations under this
Agreement and the Stock Option Agreement and to consummate,
subject only to approval of this Agreement by the holders of
two-thirds of the outstanding Company Shares (the "Company
Reguisite Vote") and the Company Required Consents, the
Merger. Each of this Agreement and the Stock Option Agree-
ment has been duly executed and delivered by the Company and
is a valid and binding agreement of the Company enforceable
against the Company in accordance with its terms, subject to
bankruptcy, insolvency, fraudulent transfer, reorganization,
moratorium and similar laws of general applicability
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-2tz silscIin 3 credizzrs' rignts znd 12 general
equity pronc:zias  the "2ankruztcoy and Tguisy Zxcearion”).
The poarc zZ z.zsczcrs <f zhe Ccmpany ({A) has adopted this
Agreemen: znc :ippr=ved the Herger and the other transactions
contempiaceac n2repy, '3) has apprcved the axecutlion and

delivery of <ne Stccx Cpticn Agreement and (C) has received
the opinion of ics financial advisors, 3Salomon Smith Barney
Inc., in a customary form and to the effect that the Merger
Consideration to ce received by the holders of the Company

Shares in the Merger is fair to such holders from a
financial point of view.

(e) Emn'-gx:ga Qanefice,
(1) A copy of each bonus, deferred

compensacicn, cension, retirement, profit-sharing, chrife,
savings, emplovee stock ownersnip, stock bonus, stock
purchase, restricted stock, stock option, employmenc,
termination, severance, compensation, medicail, health or
other material plan, agreement, policy or arrangement that
covers emplovees, directors, former employees or former
directors of it and its Subsidiaries (its "Compensation _and
Benefit Slans”' and any trust agreements or insurance
contracts forming a part of such Compensation and Benefit
Plans has been made available by the Company to SBC prior to
the date hereof and each such Compensation and Benefit Plan

is listed in Section 5.2(c) of the Company Disclosure
Letter.

(ii) All of its Compensation and Benefit
Plans are in substantial compliiance with all applicable law,
including the Code and the Employee Retirement Income
Security Act of 1974, as amended ("ERISA") with the
exception of any instances of non-compliance that are not,
individually or in the aggregate, reasonably likely to have
a Material Adverse Effect on the Company. Each of its
Compensation and Benefit Plans that is an "employee pension
benefit plan” within the meaning of Section 3(2) of ERISA
(a "Pension °lan”) and that is intended to be qualified
under Section 401(a) of the Code has received a favorable
determination letter from the Internal Revenue Service (the
*IRS"), and iz is not aware of any circumstances likely to
result in revocation of any such favorable determination
letter. As of the date hereof, there is no pending or, toO
the knowledge of its executive officers, threatened in
writing material litigation relating to its Compensation
and Benefit Plans. Neither it nor any Subsidiary has

NY12523: 181850.10 ~-20~-



engaged -n & transactisn with respec:z o any < It
Compensat.cn :na Zeneriz 2lans zhat, i3sSsuming the tzxable
period cf sucn --ansaction expired as of the date nereof,
would subjec:t .z =r znv cf its Subsidiaries TO a material
tax or penai:y .mpcs2a zy either Sectocn 4975 Sf the Code or
Section 202 :: ZRISi zna that Ls reasonably likely =5 have a
Material Adverzs £f££{=2ct cn the Companv.

il As of the date hereoi, no liability
under Subtizl=2 < or D of Title IV of ERISA (other than the
payment of proscective premium amounts to the Pensicn
Benefit Guaranty Corporation in the normal course) has been
or is expected <> be incurred by it or any Subsidiary with
respect to any ongoing, frozen or terminated "single-
employer plan", within the meaning of Section 4001(a) (15) of
ERISA, currently, ~r Zsormerly maintained by any of them, or
the single-emcizver czlan of any entity which is considered
one employer with it under Section 4001 of ERISA or

Section 414 of the Zode {its "ERISA pffiliate”! (each such
single-empicyer clan, -ts "ERISA Affiliate Plan"). No
notice of a "reportzable event”, within the meaning of
Section 4043 of ERISA for which the 30-day reporting
requirement has not been waived, has been required to be
filed for any of its Pension Plans or any of its ERISA
Affiliate Plans within the 12-month period ending on the
date hereof or will be required to be filed in connection
with the transactions contemplated by this Agreement.

(iv) Neither any of its Pension Plans
nor any of its ERISA Affiliate Plans has an "accumulated
..... ‘whether or not waived) within the
meaning of Section 412 of the Code or Section 302 of ERISA.
Neither it nor its Subsidiaries has provided, or is required
to provide, security to any of its Pension Plans or to any

of its ERISA Affiliate Plans pursuant to Section 401(a) (29)
of the Code.

{(v) The consummation of the Merger (or
its approval by its shareholders) and the other transactions
contemplated by this Agreement and the Stock Option
Agreement will not (x) entitle any of its employees or
directors or any employees of its Subsidiaries to severance
pay, directly or indirectly, upon termination of employment,
(y) accelerate the time of payment or vesting or trigger any
payment of compensaticn or benefits under, increase the
amount payable or trigger any other material obligation
pursuant to, any of its Compensation and Benefit Plans or
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- -r wiolatizn of, -r & default
under, any ~Z its CT:ompensaticn and Zenefit Flans
{vil Since the Audi*t Zate, =3Xcept &s

provided Zor nare:xn, -.a the Company Disclosure lLetter or as

disclosed in =ne I:zmpany’s Reports filed prior to the date
hereof, there nas not teen any increase in the compensation
payable or that could beccme payable by it or any of its
Subsidiaries > officers or key employees or any amendment
of any of its Compensation and Benefit Plans other than
increases or amendments in the ordinary course.

(d) Takeover Statutes. The 3ocard of Directors
of the Company, including a majority of the non-employee
directors of the Company, has duly adopted resolutions
approving the Merger, the 3tock Option Agreement and the
transactions contempiated hereby and therepy and
specifically naming SBC and its existing and future
affiliates or associates (as such terms are defined under
Section 33-840 and 23-843 of the CBCA). Such resolutions
satisfy the requirements of Sections 33-842(c) (1) and 23-
844(a) of the CBCA, are by their terms irrevocable, and have
not been amended or modified in any manner. The provisions
of Sections 23-841 and 33-844 of the CBCA do not and will
not apply to the Merger or the other transactions
contemplated by this Agreement or the Stock Option
Agreement. No other "fair price,” "moratorium,” "control
share acquisition" or other similar anti-takeover statute or
regulation (each a "Takeover Statute”) as in effect on the
date hereof or any anti-takeover provisiocn in the Company's
certificate of incorporation and by-laws .s applicable to
the Company, the Company Shares, the Merger or the other

transactions contemplated by this Agreement or the Stock
Option Agreement.

(e) Environmental Matrer=s. Except as disclosed
in its Reports filed prior to the date hereof and except for
such matters that, individually or in the aggregate, are not
reasonably likely to have a Material Adverse Effect on it:
(1) each of it and its Subsidiaries has complied with all
applicable Environmental Laws (as defined below); (ii) the
properties currently owned or operated by it or any of its
Subsidiaries (including soils, any groundwater underlying
such properties, surface water, buildings or other
structures) are not contaminated with any Hazardous
Substances (as defined below) at levels that require
investigation or cleanup under applicable Environmental
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naws; “iii:

=ne creopertiss Iormerlil, owned Cr cperated by it
or any c¢Z i:s Subs:idiar.es were not contaminated with
Hazardous Substcances during the period of ownership or
operation cvy .- -r any of i:ts Subsidiaries:; (iv) neither it
nor any c< =z Sups:idi

-
-
-
-

aries has received written notice that
it is subdjec:t =z lilabiiizy for any Hazardous Substance
disposal or <czntamination on any third party property:;

(v) neither :: nor any Subsidiary has been responsible for
any release cr threat of release of any Hazardous Substance:
(vi) as of the cate hereof neither it nor any Subsidiary has
received any written notice, demand, letter, claim or
request for :nformation alleging that it or any of its
Subsidiaries may be in violation of or liable under any
Environmental Law; and (vii) neither it nor any of :its
Subsidiaries s subject to any binding orders, decrees,
injunctions cr other arrangements with any Governmental
Entity or is subject to any indemnity or other agreement
with any third party relating to liability under any
Environmentai Law or relating to Hazardous Substances.

As used herein, the term "Environmental Law" means
any Law relating to: (A) the protecticn, investigation or
restoration of the environment, health, safety, or natural
resources, (B) the handling, use, presence, disposal,
release or threatened release of any Hazardous Substance or
(C) noise, odor, wetlands, pollution, contamination or any
injury or threat of injury to persons or property in
connection with any Hazardous Substance.

As used herein, the term "Hazardous Substzance”
means any substance that is: listed, classified or

regqulated pursuant to any Eavironmental Law, ineluding any
petroleum product or by-product, friable asbestos-containing

material, lead-containing paint, polychlorinated biphenyls,
radiocactive materials or radon.

(£) Labor Matter=. As of the date hereof,
neither it nor any of its Subsidiaries is the subject of any
material proceeding asserting that it or any of its
Subsidiaries has committed an unfair labor practice or is
seeking to compel it to bargain with any labor union or
labor organization nor is there pending or, to the actual
knowledge of its executive officers, threatened, nor has
there been for the past five years, any labor strike,
dispute, walkout, work stoppage, slow-down or lockout
involving it or any of its Subsidiaries, except in each case
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as is not, individually or in the aggregats, reasonably
likeiy t©2 nave =

- e

(g Righr= igresmaen- . The Company has amended
the Rights sgresment =5 provide that neither S3C nor Merger
Sub shall be ceemeda -2 be an Acguiring Person (as defined in
the Rights Agreement’ and the Distripution Date (as defined
in the Rights Agreement) shall not be deemed to occur and
that the Rights will not become separable, discributable,
unredeemable or exercisable as a result of entering into
this Agreement, the Stock Option Agreement Or consummating

the Merger and/or the other transactions contemplated hereby
and thereby.

(h) vars ol r=. Neither it nor any of

its officers, iirectcrs or emplovees has empioved any broker
or finder or -ncurred any liability for any brokerage fees,
commissions or finders’ fees in connection with the Merger
or the other transactions contemplated in this Agreement and
the Stock Option Agreement except that the Company has
employed Salomon Smith Barney Inc. as its financial advisor,

the arrangements with which have been disclosed to SBC prior
to the date hereof.

(i) D v, (i) The Company
and/or each of its Subsidiaries owns, or is licensed or

otherwise possesses legally enforceable rights to use, all
patents, trademarks, trade names, service marks, copyrights,
and any applications therefor, technology, know-how,
computer software programs or applications, and tangible or
intangible proprietary infeormation or materials that are
used in its or any of its Subsidiaries’ businesses as
currently conducted, and to the actual knowledge of its
executive officers all patents, trademarks, trade names,
service marks and copyrights held by it and/or its
Subsidiaries are valid and subsisting, except for any
failures to so own, be licensed or possess or to be valid
and subsisting, as the case may be, that, individually or in

the aggregate, are not reasonably likely to have a Material
Adverse Effect on it.

(ii) Except as disclosed in its Reports filed
prior to the date hereof or as is not reasonably likely to
have a Material Adverse Effect on the Company:

:(A) it and its Subsidiaries are not, nor will any
of them be as a resuit of the execution and
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